IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

IN RE: ELONEX PHASE I

POWER MANAGEMENT LITIGATION

INTRODUCTION

C.A. Nos.:

MEMORANDUM AND ORDER

01-082 GMS; 01-083 GM S
01-084 GMS; 01-085 GMS
01-086 GMS; 01-087 GM S
01-088 GMS; 01-089 GMS
01-090 GMS; 01-091 GM S
01-092 GMS; 01-093 GMS
01-095 GMS; 01-096 GM S
01-097 GMS; 01-098 GMS
01-099 GMS; 01-100 GM S
01-101 GMS; 01-102 GMS
01-103 GMS; 01-104 GM S

On February 13, 2001, the plantiffs Elonex I.P. Holdings, Ltd. and EIP Licensing, B.V.

(collectively “Elonex”), filed this action againgt certain companies that manufacture and sdl computer

systems or computer monitors.! The complaint aleges infringement of U.S. Patent Numbers 5,389,952

(* the *952 patent”), 5,648,799 (“the ‘799 patent”), and 5,649,719 (“the ‘719 patent”). The lawsuit

relates to technology that concerns power management in computer monitors.

Presently before the court are Compag Computer Corp.’s (* Compaq”) and Compal Electronics,

Inc.’s (*Compd”) moations for summary judgment. Compaq basesits motion on the issue of notice under

35 U.S.C. §287(a) (“Section 287(a)”). Compd bases its motion on the issues of marking and notice

under Section 287(a).

'In December 1998, Elonex I.P. Holdings Ltd. and Elonex PLC filed arelated lawsuit against
another group of defendants on subgtantialy the same grounds (“ Elonex Phase | litigetion”).



For the reasons discussed below, the court will grant Compal’ smotion in part and deny it in part.
The court will deny Compag’' s motion in its entirety.
. STANDARD OF REVIEW

The court may grant summary judgment “if the pleadings, depositions, answers to interrogatories,
and admissons on file, together with the affidavits, if any, show that there is no genuine issue as to any
materid fact and that the moving party is entitled to judgment as a matter of law.” Fed. R. Civ. P. 56(c);
see also Boyle v. County of Allegheny, Pennsylvania, 139 F.3d 386, 392 (3d Cir. 1998). Thus, the
court may grant summary judgment only if the moving party shows that there are no genuine issues of
materid fact that would permit areasonable jury to find for the non-moving party. See Boyle, 139 F.3d
at 392. A factismaterid if it might affect the outcome of the suit. 1d. (citing Andersonv. Liberty Lobby,
Inc., 477 U.S. 242, 247-248 (1986)). Anissueisgenuineif areasonable jury could possibly findin favor
of the non-moving party with regard to that issue. I1d. In deciding the motion, the court must construe al
factsand inferences in the light most favorable to the non-moving party. 1d.; seealso Assaf v. Fields, 178
F.3d 170, 173-174 (3d Cir. 1999).

With these standards in mind, the court will briefly describe the facts and procedurd history thet
led to the motions presently before the court.
[11. BACKGROUND

The patents-in-suit are a family of related patents directed to the fidd of power management in
computer monitorsand systems. Thefirst of the patents-in-suit, the * 952 patent, was issued on February
14, 1995. The*799 patent wasissued onduly 15, 1997. Findly, on March 9, 1999, the‘ 719 patent was

issued. Elonex |.P. Holdings, Ltd. (“EIPH”) isthe assignee of the ‘952, ‘799 and * 719 patents. Elonex



PLC (“PLC") isan dfiliate of EIPH and the parent of EIP Licenang. The holding/parent company, EIPH,
contendsthat itsaffiliate, PL C, was EIPH’ s exclusive licensee withrespect to these patents during the time
period in question. PLC's exclusive licensee rights terminated on October 15, 1999.

By virtue of its license, PLC had the exclugive right to license and sub-license throughout dl parts
of the world, and to make, sell and have made dl goods protected by the patents. PLC dso had theright
to prosecute and settle any claims on behalf of itsdf or EIPH. On May 13, 1996, PLC granted the first
license under the patents-in-suit to Hewlett-Packard Company (“Hewlett-Packard”). On April 1, 1998,
PLC licensed Hitachi, Ltd (“Hitachi”).

Elonex dleges that PLC firgt notified Compal of infringement by a letter dated October 11, 1999.
Elonex further dlegesthat PLC charged Compd with infringement at an in-person meeting in Taiwan on
October 26, 1999. At a second licensang negotiation meeting on March 30, 2000, PLC reiterated the
infringement charge and specificaly identified particular Compa monitors that it believed infringed the
patents in suit.

OnMay 5, 1995, Compaq received aletter from Elonex Technologies, Inc., which announced an
“industry-wide patent licensing program.” Between July 18, 1995 and November 16, 1995, Elonex
Technologieswrote three additiond | ettersto Compaq’ sin-housecounsd. On April 27, 1999, PLC itsdf
wrote to Compaq concerning the Elonex licensing program.

On February 13, 2001, Elonex brought an infringement suit agains Compag, Compal, and

numerous other defendants who had not taken part in the Elonex Phase | litigation.



V. DISCUSSION

A. Marking

Compal assertsthat Elonexfaledto mark itsproducts and, absent actual notice, istherefore barred
from collecting pre-suit damages. Section 287(a) limits a patentee’ s dbility to recover if the patentee or
“persons making, offering for sde, or sdling within the United States any patented article for or under [the
patentee]” faled to mark the patented article. 35 U.S.C. §287(a). If a patentee or someone acting “for
or under” it doesfail to so mark, Section 287(a) alows the patenteeto recover “ onproof that the infringer
was notified of the infringement and continued to infringe theregfter.” Id. In that event, damages may be
recovered only after such notice. Seeid. The plaintiffs bear the burden of proving their compliance with
Section287(a) before they may collect pre-suit damages. See Nike, Inc. v. Wal-Mart Stores, Inc. et al.,
138 F.3d 1437, 1446 (Fed. Cir. 1998).

PLC did not begin to licenseits products until May 13, 1996. It thus contends that, prior to that
time, it had no licensees in the United States, nor did it directly sdl its productsin the United States. As
it had no products to mark, the provisons of Section 287(a) cannot gpply to bar pre-suit damages. In
response, Compal argues that dlowing such a “carve-out” of time is in direct contravention to Section
287(a)’ s satutory language. Compd’ s reasoning for its position, however, assumesthat thereisin fact a
product to mark. See, e.g., Compd’s Reply Brief at 9 (dating that “with [Elonex’s position], the public
could not rely on the lack of marking onanaticle for sde asan indication that the desgn isfreeto use.”);
Compa’s Reply Brief at 11 (arguing that “[b]y barring the collection of any damages prior to providing
actua notice of the infringement, Section 287 givesastrongincentive to patenteesto mark their products.”)

Compd dso imagines astuationwhere a patentee sells an unmarked product for two years, and
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thenstops sdling the product for four years. In such aStuation, Compa arguesthat a defendant who was
deceived by the unmarked products would be subject to four years of damages for the period when the
patentee was under no duty to mark. The court need not address this situation, however, asthereis no
indication that Elonex sold unmarked products for any length of time, then stopped, and is now daming

that Compal should be liable for the period of time during whichit stopped sdling the unmarked products.

The court concludesthat, if the patentee or itslicensee neither sells, nor manufactures, the patented
product, Section 287(a)’s notice provisons do not apply. See Refac Electronics v. A&B Beacon
Business Machines, 695 F. Supp. 753, 755 (S.D.N.Y. 1988) (citing Wine Railway Appliance Co. v.
Enter priseRailway Equipment Co., 297 U.S. 387 (1936)). Indeed, “apatentee with an unutilized patent
may do nothing before bringing a suit to collect damages for infringement, while one producing or sdling
the goodsis under an obligation to provide notice before exerciang patent rights.” 1d. However, on the
present facts, the record is unclear as to when, or if, Elonex and its licensees began sdlling the patented
productsin the United States prior to May 13, 1996. If Elonex had an unutilized patent during that time
period, it had no duty to mark or provide actua notice. For the present purposes, however, whether
Elonex and its licensees actualy sold or manufactured patented products prior to that time remains a
genuineissue of materid fact. Accordingly, the court will deny Compa’s motion for summary judgment
with regard to the pre-May 13, 1996 period.

Compa next contends that Elonex faled to mark its products after May 13, 1996. The court
agrees. It isundisputed that severd companies sdling computer monitorsinthe United States have taken

licenses under the patents-in-suit. Hewlett-Packard became licensed on May 13, 1996. Hitachi became



licensed on April 1, 1998. Further, as Elonex admitted in its October 20, 2000 response to interrogatory
number 15, “[p]lantiffs are unaware of any licensee of the patents-in-suit having marked any of itsproducts
with the numbers of the patents-in-suit.” It further declared in the Elonex Phase | litigation revised Joint
Pretrid Order that “[p]lantiffs do not clam that Hewlett-Packard or plaintiffs other licensees have ever
marked products sold inthe United States withthe numbers of the [platents-in-suit. Rether, plaintiffsclam
they provided notice of infringement to the defendants.”2

Elonex now argues that Compa has failed to prove that Elonex or its licensees actudly sold
patented productsinthe United States prior to the initiation of this lawsuit. Thisargument must fall. Elonex
itsdf stated initsFebruary 22, 2001 Joint Proposed Pretrial Order that “ Hewlett-Packard’ sproductswere
the first subject to the marking or notice requirementsof 35U.S.C. 8§ 287(a).” Furthermore, in an October
12, 2001 letter to the court, Elonex stated that, “no notice requirement existed in this case from February
1995 (whenthe * 952 patent issued) to May 1996 (whenplantiffs firg licensed the technology to Hewlett-
Packard Co.)” Inlight of these admissons, the court concludes that there is no genuine issue of materia
fact that Elonex’s duty to provide notice arose at least as early as May 13, 1996.

Moreover, Compal has provided adeclaration from Benoit Montfort, Hewl ett-Packard' s Qudity
Control Manager, that “Hewlett-Packard has been sdling computer monitors in the United States since
May 1996 . . . that employ the VESA DPM S standard.” Further, by a letter dated October 11, 1999,
Elonex itdf informed Hewlett-Packard that monitors employing the VESA DPMS standard infringe its

patent. Accordingly, Elonex cannot now set forth a series of “possibilities’ that Hewlett-Packard did not

2Although the Proposed Pre-Trid Order concerns the Elonex Phase | litigation, this admission
isdirectly gpplicable to the rdated Elonex Phase 11 litigation.
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sl products which would have triggered its Section 287(a) duties. Absent concrete evidence, Elonex’s
argument will not preclude summary judgment. See Loral Fairchild Corp. v. Victor Co. of Japan Ltd.,
906 F. Supp. 813, 818 (E.D.N.Y. 1995) (holding that “[plaintiff] cannot create a genuine issue of fact as
to whether these licensed [products] are covered by the [patent-in-suit] amply by arguing the possibility
of such aresult.”)

For the foregoing reasons, absent having provided actual notice as discussed below, Elonex is not
entitled to damagesfromthe period of May 13, 1996 to February 13, 2001, the date onwhich Elonex filed
uit.

B. Actual Notice

Compaq joins Compal in contending that PLC was not competent to provide actua notice of
infringement in compliance with Section 287(a) becauseit was not the patent owner. 1n response, Elonex
arguesthat PLC was an exclusive licensee and, therefore, the equivaent of the patent owner.

It isundisputed that PLC wasthe exclusive licensee of the patents-in-suit from August 1, 1997 to
October 15, 1999.2 The court must now determine whether PLC’s exclusive licensee statusis such that
it would be considered the patentee, or successor intitle to the patentee, for purposes of providing Section
287(a) notice. The Federd Circuit has concluded that the definition of “patentee” or “successor intitle
to the patentee” under 35 U.S.C. 8§ 100(d) (“Section 100(d)”) includes parties to whom dl substantia
rights under the patent have been transferred in the form of an exclusve license. See Enzo APA & Son

v. Geapag A.G., 134 F.3d 1090, 1093 (Fed. Cir. 1998); seealso Speedplay Inc., v. Bebop, Inc., 211

3Thiswas not PLC and Elonex |.P.’ sfirst exclusive licensing agreement. Speifically, PLC had
previoudy entered into an exclusive licensng agreement with EIPH in 1995.
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F.3d 1245, 1250 (Fed. Cir. 2000) (holding that “[a] party that has been granted dl substantid rights under
the patent is considered the owner regardless of howthe parties characterize the transaction that conveyed
thoserights”) Conversdy, “[alny lessthan acomplete transfer of theserightsismerely alicense, inwhich
case the title remains with the owner of the patent . . . .” Enzo, 134 F.3d at 1093. The court recognizes
that cases so congtruing Section 100(d) have dedlt withthe issue of whether the party has standing to bring
auit initsown name. However, the court is persuaded that the terms “ patenteg’ or “successor intitle to
the patentee” set forthin Section 100(d) cannot be construed differently for purposes of conferringstanding
rights and notice rights on parties. A party that has sanding to bring suit in its own name must necessarily
be capable of giving actua notice of infringement.

Having concluded that certain exclusive licensees may provide actud notice, the court must now
determine if PLC qudifiesfor thistreatment. PLC entered into an agreement to become EIPH’ sexclusive
licensee on August 1, 1997. Under that agreement, PLC enjoyed substantid rights as EIPH’s exclusive
licensee. PLC had the world-wideright to “exploit and useindl ways’ the patents. Specificdly, this right
included “the right to make, sdl, and have made goods protected by the patents,” and the right to grant
sub-licenses in PLC’ s discretion. There were two minor restrictions placed on PLC' sright to grant the
sub-licenses. Firgt, such a grant must have occurred at arms length, and second, it must have been for
lump-sum and/or periodic roydties. PLC agreed to pay EIPH 80% if the roydties resulting fromthe use
of exigting patents. The agreement further granted PLC the right to “ prosecute or settle” any proceedings
onits own behdf, or on behdf of EIPH. EIPH retained the ability to assgn ownership rightsof its patents,
expresdy subject to PLC' srights under the agreement.

Based on this information, the court concludesthat EIPH assigned subgantidly dl the rightsin the



patents-in-issue. There were no substantial regtrictions on PLC's use of the patents, in any manner, or in
any geographic location. Moreover, PLC had the right to sub-license at its discretion. See Prima Tech
I1L.L.C. v. A-Roo Co., 222 F.3d 1372, 1380 (Fed. Cir. 2000) (noting that “[a] licensee’ sright to sub-
licenseis an important congderation .. .. .”) Findly, it had the right to prosecute and settle suits on behdf
of itsalf or EIPH.* See Vaupel Textilmachinene KG v. Meccanica Euro Italia SP.S, 944 F.2d 870,
875 (Fed. Cir. 1991) (noting the importance of the right to sue.)

Compad admits to recalving a letter from PLC dated October 11, 1999. PLC was EIPH's
exdusve licensee until October 15, 1999. PLC was thus competent to provide actua notice of
infringement to Compd &t that time. Compa argues, however, that the October 11, 1999 notice lacked
aufficient specificity and was thusinadequate. The court declines to address this issue because the issue
presented inthe motion presently before the court relates squardly to whether PLC wasaproper party to
give actud noticeof infringement. The court has amply found that PLC could have given notice as of the
October 11, 1999 letter.> In accordance with itsNovember 19, 2001 order, the court thus expresses no
opinion on the adequacy of any notice.

Compaq likewiseadmitsto receiving communications fromPL C. Theearliest such communication

“Compag makes much of the fact that, because the agreement does not explicitly give PLC the
right to “initiate” lawsuits, PLC' srights under the agreement were restricted. The agreement does,
however, explicitly grant PLC theright to “prosecute’ lawsuits. Black’s Law Dictionary explains
“prosecute’ by dating that, “[t]o prosecute an action is not merely to commence it, but includes
following it to an ultimate conclusons” See BLACK’sLAw DicTIONARY 1221 (6th ed. 1990).
Accordingly, the court finds Compaq's distinction meritless.

>The court recognizes, however, that if the October 11, 1999 |etter is deemed inadequate
notice, the subsequent communications from PLC cannot be considered actua notice because PLC
was no longer EIPH’s exclugive licensee.



isaletter dated April 27, 1999. As st forth more clearly above in relation to Compd’ s argument, PLC,
as the exclugive licensee, was competent to give notice of infringement on April 27, 1999. Accordingly,
at the latest, a proper party gave notice to Compaq in April 1999.°

With regard to Compag, Elonex further argues that Elonex Technologies, another “exclusve
licensee” gave Compaq actud notice as early as May 5, 1995. The court must thus decide if Elonex
Technologies was, in fact, a party cgpable of giving actua notice.

OnApril 3, 1995, PLC and EIPH entered into their first exclusive licenang agreement withregard
to the * 952 patent. Pursuant to its powers under that agreement, PL.C sub-licensed itsrightsin this patent
to Elonex Technologiesin April 1995. Elonex maintains that Elonex Technologies“ stepped in the shoes’
of PLC, and thus, had the same rights and ability to give actua notice that PL C enjoyed.

While it is true that alicense may be written, verba, or implied, if the licenseisto be consdered
avirtud assgnment for the purpose of conveying notice under Section 287, it must be inwriting. See Enzo,
134 F.3d at 1093 (noting this principle in the context of whenan exclusive licensee becomes the effective
owner of the patent for purposes of sanding.) Thus, logicdly, the licenang arrangement must resemble an
actua assgnment in both form and substance. Seeid. Under 35 U.S.C. § 261, “applications for patent,
patents or any interest therein, shal be assgnable in law by an insrument inwriting.” With this principle
in mind, the court concludesthat it is unable to determine the actual extent of the agreement between PLC
and Elonex Technologies. The partieshave not provided contemporaneous written documentation of the

relationship between PLC and Elonex Technologies, and indeed, it is possble that none exists.

%The court again expresses no opinion on the adequacy of the April 27, 1999 notice.
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Accordingly, there remains a genuine issue of materia fact on this point, and the court declines to decide
whether Elonex Technologies was competent to provide actua notice.
V. CONCLUSION

It isundisputed that Elonex or itslicenseesfailed to mark productsfromMay 13, 1996 to February
13,2001. However, acompany competent to give actual notice notified Compal of itsaleged infringement
on October 11, 1999. The court will thus grant Compa’s motion for summary judgment with regard to
the period betweenMay 13, 1996 to October 11, 1999 only. The court will deny Compag’ smotionfor
summary judgment initsentirety because it concludes that Compaq received noticefroma competent party
inApril 1999. Asitisunclear whether Compag had notice from acompetent party asearly as 1995, there
remains agenuine issue of materid fact with regard to any time period prior to April 1999.

For the foregoing reasons, IT ISHEREBY ORDERED that:

1 Compd’s motion for summary judgment (D.l. 320) is GRANTED in part and DENIED

in part;
2. Compaqg’ s maotion for summary judgment (D.1. 323) is DENIED; and
3. Elonex’s letter requesting that portions of Compal’s brief be stricken, or for leave to file

asur-reply, (D.1. 387) isdeclared MOOT.

Date:  February 20, 2002 Gregory M. Seet
UNITED STATESDISTRICT JUDGE
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